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MEMORANDUM

To: State Board of Education

From: Tom WatkIilS

Date: December 10, 2004

Subject: Update of Federal and State Budgets Linked to the Strategic Plan

Federal Budget
In the months leading up to the final consideration of the Omnibus FY 2005 Appropriations
Bill, education advocates were reassured that Congress would duplicate the preceding years'
$1 billion funding increases for Title I and IDEA. Efforts concentrated on restoring Title V
Innovative Programs, Even Start, Comprehensive School Reform, and smaller programs
targeted by the Bush Administration or in disfavor with either the House or Senate
Appropriations Committees. Congress ended its marathon lame duck session on November
19-20; Title I got an annual $397.3 million increase and IDEA received $512.9 million. The
total education funding line was $56.577 billion, about $700,000 less than the President's
request of $57.3 billion.

Overall, education programs (see attachment) have been the beneficiaries of ongoing regular
increases in funding through several Presidential administrations. The FY 05 budget is a
significant departure. In addition to Title I and IDEA, major winners of this appropriations
cycle were: Early Reading First, $9.7 million or 10.3% increase; Mathematics and Science
Partnerships, $29.4 million or 19.7% increase; School Leadership, $2.5 million or 20.5%
increase; Advanced Placement Fee, $6.2 million or 26.5% increase; Strengthening
Historically Black Colleges and Universities, $15.8 million or 7.1 % increase; and
Strengthening Historically Black Graduate Institutions, $4.9 million or 9.3% increase.

An across the board cut of .8 percent is being applied to all programs under the jurisdiction of
the U.S. Department of Education (USED) so that the overall omnibus funding bill will meet
the target. Programs that received the largest cuts in the appropriations were: Comprehensive
School Reform, $28.3 million or 12.1% cut; Educational Technology State Grants, $195.8
million or 28.3% cut; State Grants for Innovative Education Programs (Title V), $98.1
million or 33.1 % cut; Community Technology Centers, $5 million or 50.1 % cut; Perkins
Loans, $99.3 million or 60% cut; and Teacher Quality Enhancement Grants, $20.6 million or
23.1 % cut.
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President Bush will set the stage for spending when he issues his budget some time after the
Inaugural in mid January. There has been considerable speculation about significant
education cuts because of a May 19,2004, White House memorandum from the Office of
Management and Budget (OMB). That memorandum directed USED funding for 2006 to be
cut by $1.5 billion from the President's 2005 requested level, or $55.9 billion from $57.3
billion. However, as we all know, this is part of the ongoing budget process, and nothing is
final, until it is final.

State Budget
The Governor initiated a new process to develop the FY 06 budget based on "The Price of
Government" by Osborne and Hutchinson. Budgeting for Outcomes requires state policy
makers to identify major goals, strategies, performance measures, and activities that will lead
to those outcomes. Each activity has a price; those involved in the process must decide what
is most important to achieve the overall goal and cut those activities that are less likely to
achieve the outcome, if money is not available. This process began in late October; six goals
were identified:

1. Better Government - Make government in Michigan more cost effective and efficient;
2. Economy - Sustain and create business investment and jobs in Michigan.
3. Education - Improve student achievement.
4. Environment - Enhance the quality of Michigan's natural environment.
5. Health and Human Services - Make Michigan's people healthier and communities

stronger and more secure.
6. Home land Security - Make Michigan's communities safer and protect our citizens.

The Department of Education has the lead for the Education Goal. A significant amount of
time has been, and will continue to be, devoted to this exercise. The results will be presented
to the Governor on December 15. Strategies identified by Department staff, in collaboration
with representatives of other state agencies involved in education initiatives, are attached on
a sheet that includes the SBE goal and objectives for comparison.

State Board/MDE Strategic Plan
The new budget process began just as staff began to schedule forums across the state to
review and provide input for the State Board and Department Strategic Plan that resulted
from the planning session in May and in response to the CCSSO-MGT Diagnostic Report.
The overall education goal aligns well with the SBE strategic goal. The education goal
strategies/objectives also align with the State Board/MDE strategic plan. Staff will work to
blend these two initiatives to assure that educators view a seamless alignment of work from
the state level. However, while necessary and prudent, it will obviously lengthen the time it
will take to complete our strategic planning process.
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*The funding levels In this table reflect the effect of the 0.8% across-the-board r8scluion on the conference
report flgurn.
Presidents Initiatives are in bold type.

Source: U.I. ~rtm8fIt of EdUC8t1on Tabte 11/23/04
~---, ~~~..~...



.

Final FY 05 Education Funding Levels in H.R. 4818 H.Rept 107-792
Fundin Levels for Selected Education Pro rams In Millions - Pa e 2

J'Y 04 J'Y 05 Difference Percent
Enacted Final J'Y 05 Difference

Conference. J'Y 04
$11,160.7 $11,673.6 $512.9 4.6%
$10,068.1 $10,589.7 $521.6 5.2%

$387.7 $384.6 -$3.1 -0.8%
$444.4 $440.8 -$3.6 -0.8%
$91.4 $90.6 -$0.7 -0.8%
$52.8 $52.4 -$0.4 -0.8%

$1,327.8 $1,326.1 -$1.7 -0.1%
$0.0 $0.0 $0.0-

$1,195.0 $1,194.3 -$0.7 -0.1%
$106.7 . $105.8 -$0.9 -0.8%
$574.4 $569.7 -$4.7 -0.8%
$590.2 $585.4 -$4.8 -0.8%
$174.0 $94.5 -$79.5 -45.7%

$9.9 $5.0 -$5.0 -50.1%
$12,006.7 $12.365.0 $358.3 3.0%

$4,050.0 $4,050.0 $0.0 0.0%
Grants - SEOG $770.5 $778.7. $8.3 1.1 %

$998.5 $990.3 -$8.2 -0.8%
$98.8 $0.0 -$98.8 -100.0%
$66.7- $66.1 -$0.5 -0.8%

$165.4 $66.1 -$99.3 -60.0%
$66.2 $65.6 -$0.5 -0.8%
$81.0 $80.3 -$0.6 -0.8%

$222.8 $238.6 $15.8 7.1%
$53.1 $58.0 $4.9 9.3%
$94.0 $95.1 $1.1 1.2%

$103.7 $106.8 $3.1 3.0%
$156.9 $162.6 $5.7 3.6%

$6.9 $6.9 $0.0 0.4%
$832.6 $836.5 $4.0 0.5%
$298.2 $306.5 $8.3 2.8%
$40.8 $40.7 -$0.1 -0.2%
$9.9 $9.8 -$0.1 -0.8%

$30.6 $30.4 -$0.2 -0.8%
$16.1 $16.0 -$0.1 -0.8%
$88.9 $68.3 -$20.6 -23.1%

$165.5 $164.2 -$1.3 -0.8%
$91.7 $90.9 -$0.7 -0.8%

$257.2 $255.1 -$2.1 -0.8%

$66.7 $66.1 -$0.5 -0.8%
$94.8 $94.1 -$0.7 -0.7%

55,662.5 56,576.6 914.1 1.6%

$6,783.0 $6,843.0 $60.0 0.9%
$198.8 $206.1 $7.3 3.7%

rhe funding levels in this tabl. reflect the effect of the 0.8-1. across-the-board rescission on the conference

report figures.
President's Initiatives are in bold type.

Source: U.s. Department of Edu~tlon Table 11/23/04

Complied by CEF 11/2~04




